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heavily depends on exporting oil. The export of oil contributes a major proportion to the economy of Saudi Arabia in terms of GDP. On other hand the significant fall in oil prices in international market have a strong impact on oil exports revenue that affects economic growth either insignificantly or significantly. This encourages us to investigate the nexus between exports and economic growth in case of Saudi Arabia. This motivates us to examine the linkage among GDP, exports and imports for a period . This period includes the crisis period when Saudi Arabia economy was in recession. In order to investigate the nexus between exports and economic growth, the ARDL model is used to estimate the short-run and long-run, followed by the Granger causality to determine the direction of causality, which will enable us to craft policy implications. The rest of the article is explained as. A brief literature review will be discussed in section 2. Section 3 describes the model specification and methodology. Section 4 elucidates the results and section 5 concludes the study.
BRIEF LITERATURE REVIEW
Numerous empirical studies have investigated whether export causes economic growth of a county or vice versa.
Some empirical studies found exports, which stimulate economic growth of a country. While other suggests that economic growth induces exports. Although some of the empirical studies have found bidirectional relationship among both. However, still some studies couldn't find a relationship. The reason for different results is because of the economic nature of different countries and the time period under investigation. For instance, Rana (1985) conducted a study to analyze export-led growth for 14 Asian developing countries and found that export is positively contributing to economic growth. This finding of his study was augmented by the fact that export accelerates the economic growth. Abbas (2012) conducted a study between export and economic growth and find a co-integrating relationship using a period 1975-2010. The study findings suggested that production is causing export in long-run as well in shortrun. Mishra (2011) conducted a study for India and examined the co-integration and causality among exports and growth for a period . The findings revealed a long-run relationship among export and economic growth.
The results further indicated that exports are unable to cause economic growth but the later has caused exports. Agrawal (2015) analyzed the export-led growth by examining the post liberalization period of India and found a bi-directional relationship between export-growth. Based on the above literature review and various studies conducted, it has been cleared that the direction of causality and relationship among the exports and economic growth is vague. Therefore this study is important to highlight the relationship between the export, import and economic growth for the period 1968-2014 including 2008 global financial crises.
MODEL SPECIFICATION AND METHODOLOGY
According to the empirical literature on import, export and GDP, we use import export and GDP to specify along relationship in the above mention variables. The long run relationship can be written in the form of econometric model as below.
(1) The unit root test in the time series is to check the stationarity of the data by using different unit root test to determine the order of integration. A number of unit root tests exist to investigate the stationarity of the data. Enders (1995) recommended the use of more than one unit root test to determine the correct order of variables. Augmented Dickey and Fuller (1981) and the Phillips and Perron (1988) are the two widely unit root tests reported by numerous studies. The correct order of integration for the estimated variables can only be trusted if both the unit root test gives the same results.
Auto Regressive Distributed Lag (ARDL) Co-Integration
To find the relationship between exports, import and GDP, this empirical study employed the recently developed autoregressive distributed-lag (ARDL) developed by Pesaran et al. (2001) . The ARDL approach to co-integration has many advantages. Firstly, the ARDL model is flexible in terms of its application to any series whether the regressors are I(0)and/ or I(1) or mixed order of integration, provided that the dependent variable should be I(1). Secondly, this model can be better applied to determine the co-integration relationship in small samples. Thirdly, the ARDL can identify different optimal lags for different variables. The long-run co-integration among the variables in the estimated models can be determined by using Wald or F-test. Wald or F-test represents the joint significant test of the lag variables.
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Where is an error term that should be white noise and Δ represents the first difference. lngdp represents the gross domestic product per capita, lnex represents exports, and lnimp represents imports. The AIC criteria was used for appropriate lag selection. The joint F-statistics or Wald statistics is used to test the null hypothesis of no co-integartion among variables in equation (2) 
Where represents the error correction term. The sign of the ECT must be negative and statistically significant and the coefficient value should be between 0-1. The ECT represents the speed of adjustment to converge the dynamics back to the symmetry after a short run, which confirms the system stability.
Model Stability and Dignostic Tests
To determine the reliability and validity of the ARDL model several diagnostics and model stability tests are performed. The diagnostics tests are used to observe the normality test, the heteroscedasticity test, the residual serial correction and the correlogram of the residuals to find the presence of the auto correlation. The stability model can be checked by using CUSUM test proposed by Brown et al. (1975) .
Granger Causality Test
Granger (1988) introduce a causality test, to predict how much y causes x. To find out, whether y is causing x,
means that in what way significantly the present value of x can be explain better by the previous values of x and to see the effect that the explanation of x can be more improved by adding the lagged values of y. it can be concluded that x is Granger caused by y not because that x is because of y rather than x can be determined from the past values of x and y and not alone x.
The estimation of the Granger causality results based on F statistics by using AIC for appropriate lag selection.
EMPIRICAL RESULTS AND ANALYSIS 4.1. Unit Root Tests for Stationarity
To identify the cointegration between export growth and import it is necessary to analyze the stationarity nature of variables. The results of ADF and PP tests have been reported in Table 1 and Table 2 . Both ADF and PP are used to test the stationarity nature of the variables. Schwarz information criteria were recommended for selecting the optimum lag as suggested by Pesaran and Shin (1998) . Note: (i) The EVeiws 9 has been used for performing the unit root tests.
(ii) The Augmented Dickey Fuller unit root test was performed both at level and first differenced (intercept, and both the trend and intercept) (iii) The figures in the parenthesis represents the lags selected by using the Schwarz info criteria (SIC).
(iv)*, **, *** represents significant at 10%, 5%, and 1%. Note: (i) The EVeiws 9 has been used for performing the unit root tests with Newey-West using Bartlett Kernel.. (ii) The Phillips-Perron unit root test was performed both at level and first differenced (intercept, and both the trend and intercept) (iii)*, **, *** represents significant at 1 0%, 5%, and 1%. The figures in the parenthesis represents the lags selected by using the Schwarz info criteria (SIC).
Source: Author's own computation
As it has been evident from both tables that all the variables in a series are non-stationary at level and become stationary by taking the first difference. Now the bounds test of cointegration can be applied to Equation 3 to determine the long run relationship among the estimated variables. Pesaran et al. (2001) at even 1%. The long run and short-run relationship is estimated by using Equation 4
and 5.
It can be observed from Table 4 , the long-run coefficient of export is positive, elastic and significant. This specifies that if exports are increased by one percent the economic growth rises by 3.39%, implying the validity of export led growth hypothesis in the long-run. At the same time the elasticity of import is negative but is highly insignificant in the long run and has no influence on economic growth. The elasticity of export in the short-run is statistically significant. This implies the validity of export-led growth hypothesis not only in long-run but also in short-run. While the coefficient of import is negative but statistically significant in the short-run. The Parameters of error correction term is 2.89% that represents the speed of adjustment. The parameter of the ECT is negative less than one and is statistically significant even at 1%. This implies that economic growth converges to its long run equilibrium position by 2.89% speed of adjustments via channel of imports and Exports.
1 The ARDL model is estimated by using restricted intercept and no trend. Note: *, ** and *** represents significance level at 10%, 5%, and 1% level respectively.
Country (Sample Period) PP PP
As the speed of adjustment is very low, it would take time to return back to the equilibrium level, that confirms the stability of the system. The reliability and validity of the estimations results are confirmed by the diagnostics tests.
Our estimations pass all the diagnostic tests both in short-run and long-run and verifying all the basic assumption of classical linear regression model that is necessary for the validity of our estimations. 
CUSUM and CUSUMQ Test Results
The estimated ARDL, with AIC based criterion error correction model is implemented to apply the CUSUM and CUSUMQ stability tests. Both the graphs of the CUSUM and CUSUMQ have been given in figure 1 and figure 2. As 
Pair Wise Granger Causality Test
The result of the granger causality tests has been reported in table 7. In order to conserve the space only the significant results are displayed in table 7. The AIC was used to select the lag. The Granger causality test is used to craft suitable policy by predicting the direction of causality. The results showed a unidirectional causality that runs from exports to GDP. This means that export is causing GDP or in other words it is because of the export that stimulates growth in Saudi Arabia for a period 1968-2014. The unidirectional causality from export to GDP corroborates the Export-led growth hypothesis which is in concordance with the long-run and short-run results of ARDL bounds testing approach. The empirical results of our study have been consistent with the studies conducted by El-Sakka and Al-Mutairi (2000) . While a uni-directional causality has been found from imports to exports, while on other side exports are causing GDP. That means that import is indirectly causing GDP. 
CONCLUSION AND POLICY IMPLICATION
The study investigates the relationship between economic growth, imports and export for Saudi Arabia by using the time series data from 1968-2014. The study employs the recently developed ARDL-bounds testing approach. The estimations of the ARDL-bounds testing approach indicated that imports, export and GDP are strongly co-integrated.
This implies that there is a long run relationship among the variables. The finding of the study further indicated that exports have positive impact on the economic growth in the long run. This specifies that if exports are increased by one percent the economic growth is increased by 3.39%, implying the validity of export led growth hypothesis. At the same time the elasticity of import is negative but is highly insignificant in the long run and has no influence on economic growth. The Parameters of error correction term is 2.89% that represents the speed of adjustment. This implies that economic growth converges to its long run equilibrium position by 2.89% speed of adjustments via channel of imports and Exports. As the speed of adjustment is very low and it would take time to return back to the 117 © 2017 AESS Publications. All Rights Reserved.
equilibrium level, that confirms the stability of the system. The reliability and validity of the estimations results are confirmed by the diagnostics tests. Finally, the results of the granger causality suggest, a uni-directional causality running from export to GDP, suggesting the validity of export led growth hypothesis. While a uni-directional causality has been found from imports and exports, and exports are causing GDP.
The oil is the main source of revenue generation for Saudi Arabia in terms of its export to other countries. Being the member of OPEC, Saudi Arabia exports mainly comprises of oil that exposes the economy of country to external shocks. This has been quite evident during the recession in the year 2008-09 by the sharp declined in the oil price.
The Saudi Arabia was having negative exports and the GDP was stagnant after 2008-09 oil shock. The study suggested that Saudi Arabia needs to invest more in the non-oil sector and diversify their investment by attracting more FDI. This will cause the economic growth to increase and also be more flexible to any external shocks. The prospect study in this regard can further be conducted by including more relevant variables as FDI, real exchange rate that can be used as the determinants of GDP in case of Saudi Arabia.
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